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DEPARTMENT OF STATE
STATEMENT OF THE HON. REX TILLERSON, SECRETARY
OPENING STATEMENT OF SENATOR LINDSEY GRAHAM

Senator GRAHAM. The subcommittee hearing will come to order.
Our hearing today is on the President’s fiscal year 2018 budget re-
quest and justification for the Department of State. I would like to
welcome our witness, Secretary of State Rex Tillerson. After open-
ing statements from myself and the ranking member, we’ll hear
from the Secretary.

We will accept your written testimony and anything you would
like to tell us personally.

This is going to be a little bit longer than normal. This is a very
important issue for the country, and a passion of mine.

Number one, Secretary Tillerson, I like the way you represent
our country. You have a style that’s pretty good for the world as
it is today. You're a man of few words, but when you talk people
listen. Your view of Qatar, I share. What you’re doing in North
Korea is beginning to penetrate. I just met with the Chinese. I
think they get your message. And I think you’re looking for ways
for people to get to yes and always leaving backdoors to hard situa-
tions. So in terms of your style and your attitude toward the job,
I very much appreciate it.

As to the budget, we need to increase defense spending, but once
you do that, if you're not going to deal with entitlements, you have
to go to non-defense discretionary spending to find the offsets, and
this account gets pretty much devastated. I'm not blaming you, I'm
not blaming anybody, I just want the country to know this budget
request is in many ways radical and reckless when it comes to soft
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power, and I look forward to working with you, Mr. Secretary, to
find a better budget, but also to find a better State Department.

You’ve just gotten there, you've been there a few months. A year
from now I think you’ll have a better understanding of how the
State Department can be reformed, and I intend to be your partner
and champion for reforming the State Department. Let’s give it a
good once-over, see what works, what doesn’t. How many people do
we actually need? All of that is long overdue.

I welcome that kind of analysis, but what we have today is a
number basically driven by the requirement to balance the budget,
increase defense spending, and this account gets hit pretty hard. I
don’t think it’s a result of the scrutiny of how the State Depart-
ment works as much budget pressure given from increased military
spending.

So the first chart I have is to my right. General Mattis said: “If
you don’t fund the State Department fully, then I need to buy more
ammunition”. Sixteen retired four-star generals and admirals sub-
mitted testimony for this hearing that “Cutting the International
Affairs budget unilaterally will have the effect of disarming our
country’s capability to stop new conflicts from forming, and will
place our interests, values, and the lives of our men and women in
uniform at risk”.

So here’s the point. I believe after 42 trips to Iraq and Afghani-
stan, we are never going to win this war by killing terrorists alone,
that there has to be a soft power connection that the day after you
have to hold, and the terrorists offer a glorious death, and we must
offer a hopeful life. That’s where your people come in, Mr. Sec-
retary, along with the United States Agency for International De-
velopment (USAID) to give the capability the day after to form a
better life for those who are having to choose between terrorism
and modern thought.

I believe, as the generals do—if you don’t believe me, listen to
the generals—that the State Department’s role in the war on terror
is very important, to me just as important as any military power
we have.

Now, how much do we spend on soft power? We spend 1.4 per-
cent of our gross domestic product (GDP). A lot of people think for-
eign aid is about 25 percent of what we spend, but compared to
hard power, which is about 20 percent of what we spend, we spend
a very small amount on soft power, and that 1.4 percent includes
things beyond just traditional soft power.

I want the country to know that if you eliminated the State De-
partment, you would not even begin to move the debt needle. The
question is if you cripple the State Department, it’s not about debt
to me, it’s about security and American values being impeded.

Let’s look at GDP on defense and non-defense. GDP on hard
power is about 3 percent of GDP. On soft power, it’s a rounding
error, and this chart shows you that we’re going downward dra-
matically on soft power and upward on hard power.

A comparison of DoD-State Department workforce. How many
people do we have in the hard power world and soft power world?
Okay. You see in this chart over here the numbers of State USAID,
which is a very small percentage, and we have well over a million
people in uniform.
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If you believe soft power is important, and the generals tell me
you do, look at the balance. Here is what I would suggest. We do
need more hard power because sequestration has hurt hard power,
but you're going to have a hard time convincing me that soft power
can stand a 29 percent cut, and we’ll talk about that more. So
that’s the comparability of the workforce basically.

For the International Affairs Budget historically, look at the big
drop in 2018, plus-up in 2017, and the world has gone to hell in
a handcart. Now, our response is to increase hard power, which I
agree with, but a 29 percent reduction in soft power in 2018 doesn’t
make a whole lot of sense to me. Just look at that drop and say
given the world as we know it, and the role that soft power plays,
according to the generals, not Lindsey Graham, is this wise? I real-
ly don’t think so.

Embassy security funding. We all remember Benghazi. Look at
this reduction in funding for security of our embassies. All I can
say, given the threats that I see, now is not the time to decrease
Embassy security funding unless you’re going to close a lot of em-
bassies, and I'm not so sure now is the time to be closing a lot of
embassies.

Here’s what the Benghazi Accountability Review Board told us.
It is imperative for the State Department to be mission-driven
rather than resource-constrained. So here’s the question: the mis-
sion of the State Department in a world falling apart, is it greater
or smaller? And if you think it’s greater, then the budget should
follow the need, not just some artificial number.

All right. Let’s go to HIV/AIDS. As a Republican, I am proud of
President George W. Bush 43, who came up with a program called
the U.S. President’s Emergency Plan for AIDS Relief (PEPFAR),
supported by almost every Democrat. President Obama continued
this. And as you can see, in the return on the dollar for the
PEPFAR program has been absolutely astounding. Millions of
young Africans are alive today because of the PEPFAR program.
Mother-to-child AIDS transmissions has gone down by 75 percent.
Every American taxpayer should be pleased that your hard-earned
dollars went to a continent being consumed by a vicious disease
called AIDS, and we’re beginning to turn the corner. We're not
there yet, but there are five countries that are going to be self-suffi-
cient, and this budget cuts it by a billion dollars when we’re inside
the 10-yard line. I could give you the numbers of what it means
to the programs, but there are a lot. Hundreds of thousands of peo-
ple will not be treated because of this budget cut. I think it’s
penny-wise and pound-foolish.

Humanitarian assistance. There are currently 65.3 million people
forcefully displaced worldwide. That’s the highest level in modern
history. Now, what role does the State Department play in this?
Twenty million people are currently at risk of famine. So you have
famine and you have manmade wars and disasters. Look what
we're doing with assistance. We're cutting it at a time when dis-
aster assistance needs are at an all-time high.

The President’s fiscal year 2018 budget cuts international dis-
aster assistance and food aid by $3.4 billion, 77 percent below the
2017 numbers. The terrorists love this. The terrorists hate the idea
that America shows up with some food and education. From a ter-
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rorist point of view, this is really a recruiting tool. From an Amer-
ican point of view, we've got to fix this problem because if we cut
back, other people will follow, and you're going to pay now or pay
later. You're going to deal with these people now while they can
still be helped or wind up killing them later when the young people
become terrorists. So I've got a real problem with that one.

Georgia, not my neighbor Georgia, the country. For the record,
I like the people in Georgia. [Laughter.]

Georgia is fighting in Afghanistan without any caveats. They’re
one of the few countries that go to Afghanistan to partner with our
soldiers and do whatever we ask them to do. They’'ve died in large
numbers. They have absolutely no restrictions on their force. They
help us win a war in Afghanistan we can’t afford to lose. Their
neighbor is a pretty bad hombre, the Russians.

I'm not going to bore you with telling you about what Russia has
been doing to their friends in the region, particularly Georgia, but
it’s not good. What signal are we sending to Georgia when we cut
their assistance 66 percent at a time when Russia is on the prowl
and we need more help in Afghanistan, not less? This is the wrong
message to our friends and certainly the wrong message to Russia.
I am at a loss of why we would cut aid to Georgia given what Rus-
sia is doing in the region now, and I'm at loss of why we would
want to send this signal to a people who are sending their troops
to Afghanistan without any conditions.

Sri Lanka. Small place. It’s within 20 miles of sea lanes that
carry over two-thirds of the world’s oil shipments and half the
world’s container cargo. China is a big player there. They just
ended a 26-year conflict; democratic progress is in our interest to
have a democracy that is close to the world’s shipping lanes. China
is a competitor. And, unfortunately, we’re reducing our assistance
to Sri Lanka as China is going all in. Not a wise move.

Now, this is to you, Mr. Secretary. You ran one of the best busi-
nesses in the world. Youre a really smart guy. But here’s what’s
on your plate that I could think of: ISIS. You’re going to beat them
militarily, but if you don’t have a plan for the day after, we’re going
to lose again. What do you do with Iraq? What do you do with
Mosul? What do you do with Anbar Province? How do you hold it?
So defeating ISIS permanently has to have a hold-and-build strat-
egy. That’s where USAID and all your really smart people come
into play.

Qatar. If you read the op-ed piece today by the United Arab
Emirates ambassador, things are not going well. You’ve got Qatar
right from our point of view. We've got 10,000 airmen and soldiers
there. We can’t let this get out of hand, so you’re going to be pretty
busy with Qatar.

Russia. Don’t have time to talk about what’s on your plate with
Russia, it’s just a lot.

Syria. If we can ever find a way to end the war, it will be in Ge-
neva, and you'll be at the table trying to find a way to put Syria
back together to make sure that the war doesn’t start again and
Lebanon and Jordan don’t fall because of endless war. The re-
sources necessary to repair the damage in Syria makes Iraq look
like a walk in the park, and part of those resources will be you and
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your talented people who will go in there and help the Syrian peo-
ple deal with the devastation.

North Korea. I like what you’re doing in North Korea. I don’t
think we’re out of the woods yet.

So you’re going to be a busy guy. Sixty-five million people dis-
placed on your watch. By the way, the war in Afghanistan, we need
more soldiers, and I think the President is going to give the gen-
erals what they want, but we also need to make sure that the sol-
diers’ sacrifice is not forsaken because you better have a plan to re-
build those areas we’ve lost from the Taliban once we take it back
or we're going to lose them again. So that’s where your people come
in.
The President said the Iranian nuclear agreement is terrible, and
he wants to replace it. If you had nothing else to do but that, that
would be a full-time job. Good luck.

Ukraine. It doesn’t seem to be getting better to me.

China. I really like what youre doing with China regarding
North Korea. I think you’re making it real to the Chinese they bet-
ter change their game because President Trump is not going to
allow them to get a missile to hit our homeland, and you’ve got a
pretty good approach, but China is tough.

Twenty million people impacted by famine, and they tell me
we're going to start the Mideast peace process all over again.

You’re the man. You’re going to do all that and cut the budget
by 29 percent. Thank you for coming.

Senator Leahy.

STATEMENT OF SENATOR PATRICK J. LEAHY

Senator LEAHY. Well, I was going to be tough, but I'll——
[Laughter.]

I agree with Senator Graham. We've worked together on this
subcommittee for a long time, part of the time he’s been chairman,
part of the time I've been chairman, but usually the bills we've
brought out of here have gotten a virtual unanimous vote, Repub-
licans and Democrats, because we care about it.

I want to read a few passages from a May 25 guest column in
the “New York Times” by Colin Powell, who served as Chairman
of the Joint Chiefs of Staff under President George H.W. Bush and
President Clinton, and as Secretary of State under President
George W. Bush. He wrote, and I quote, At our best, being a great
nation has always been a commitment to building a better, safer
world, not just for ourselves, but for our children and our grand-
children. This has meant leading the world and advancing a cause
of peace, responding when disease and disaster strike, lifting mil-
lions out of poverty, and inspiring those yearning for freedom. This
calling is under threat. The administration’s proposal to slash ap-
proximately 30 percent from the State Department and foreign as-
sistance budget signals an American retreat, leaving a vacuum and
making us far less safe, proposing to bring resources for our civil-
ian forces to a third of what we spent at the height of Ronald Rea-
gan’s “peace through strength” years. It would be internationally
irresponsible, distressing our friends and encouraging our enemies
and undermining our own economic and national security interests.
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The idea that putting America first requires withdrawal from the
world is simply wrongheaded.

And he goes on to speak of his own experience, that many
thought that the end of the Cold War would allow us to retreat.
Well, it has not. Do we really want to slash the State Department
and USAID at such a perilous moment? No.

What we're saying when we talk about making America great,
what we're talking about, we're stepping aside, we're letting other
countries fill the vacuum, and making the United States less great.
I'd like to think our values are the ones that set the example for
other countries.

Obviously you disagree with Secretary Powell. Why do you be-
lieve that eliminating thousands of personnel positions, cutting bil-
lions of dollars from programs administered by the Department of
State and USAID is in our best interest? I would ask the chairman
to put the Powell article in the record.

Senator GRAHAM. Without objection.

[The information follows:]

[From The New York Times, May 24, 2017]

Opinion | OP-ED CONTRIBUTOR

COLIN POWELL: AMERICAN LEADERSHIP—WE CAN’T DO IT FOR FREE
(By Colin Powell)

At our best, being a great nation has always meant a commitment to building a
better, safer world—not just for ourselves, but for our children and grandchildren.
This has meant leading the world in advancing the cause of peace, responding when
disease and disaster strike, lifting millions out of poverty and inspiring those yearn-
ing for freedom.

This calling is under threat.

The administration’s proposal, announced Tuesday, to slash approximately 30 per-
cent from the State Department and foreign assistance budget signals an American
retreat, leaving a vacuum that would make us far less safe and prosperous. While
it may sound penny-wise, it is pound-foolish.

This proposal would bring resources for our civilian forces to a third of what we
spent at the height of Ronald Reagan’s “peace through strength” years, as a percent-
age of the gross domestic product. It would be internationally irresponsible, dis-
tressing our friends, encouraging our enemies and undermining our own economic
and national security interests.

The idea that putting Americans “first” requires a withdrawal from the world is
simply wrongheaded, because a retreat would achieve exactly the opposite for our
citizens. I learned that lesson the hard way when I became Secretary of State after
a decade of budget cuts that hollowed out our civilian foreign policy tools.

Many had assumed the Cold War’s end would allow us to retreat from the world,
but cuts that may have looked logical at the time came back to haunt us as tensions
rose in the Middle East, Africa, the Korean Peninsula and elsewhere. Confronting
such challenges requires not just a military that is second to none, but also well-
resourced, effective and empowered diplomats and aid workers.

Indeed, we’re strongest when the face of America isn’t only a soldier carrying a
gun but also a diplomat negotiating peace, a Peace Corps volunteer bringing clean
water to a village or a relief worker stepping off a cargo plane as floodwaters rise.
While I am all for reviewing, reforming and strengthening the State Department
and the United States Agency for International Development, proposals to zero out
economic and development assistance in more than 35 countries would effectively
lower our flag at our outposts around the world and make us far less safe.

Today, the world is witnessing some of the most significant humanitarian crises
in living memory. With more than 65 million people displaced, there have never
been more people fleeing war and instability since World War II. The famines en-
gulfing families in South Sudan, Yemen, Nigeria and Somalia put more than 20 mil-
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lion people at risk of starvation—further destabilizing regions already under threat
from the Islamic State, Al Qaeda, Boko Haram and Al-Shabaab.

Do we really want to slash the State Department and the U.S.A.ILD. at such a
perilous moment? The American answer has always been no. Yet this budget pro-
posal has forced us to ask what America’s role in the world is and what kind of
nation we seek to be. The President’s budget director, Mick Mulvaney, has described
these cuts as “not a reflection of the President’s policies regarding an attitude to-
ward State.” But how is a 32 percent cut to our civilian programs overseas anything
but a clear expression of policy?

True, many in Congress have effectively declared the administration’s budget pro-
posal “dead on arrival,” but they also acknowledge that it will set the tone for the
coming budget debate. That’s the wrong conversation. Our diplomacy and develop-
ment budget is not just about reducing spending and finding efficiencies. We need
a frank conversation about what we stand for as that “shining city on a hill.” And
that conversation begins by acknowledging that we can’t do it on the cheap.

Diplomacy and aid aren’t the only self-defeating cuts in the administration’s pro-
posal. A call to all but eliminate two key export-promotion agencies—the Overseas
Private Investment Corporation and the Trade and Development Agency—would
harm thousands of American workers and actually add to the deficit. And any cuts
to our economic development investments in Africa and elsewhere would undermine
our ability to build new customer bases in the world’s fastest-growing markets.

With 95 percent of the world’s consumers outside our borders, it’s not “America
first” to surrender the field to an ambitious China rapidly expanding its influence,
building highways and railroads across Africa and Asia. China is far from slashing
its development budget. Instead, it’s growing—by more than 780 percent in Africa
alone since 2003.

Since the release of its initial budget request in March, the administration has
started to demonstrate a more strategic foreign policy approach. This is welcome,
but it will take far more than a strike against Syria, a harder line on Russia, in-
creased pressure on North Korea and deeper engagement with China to steer Amer-
ican foreign policy. It also takes the resources to underwrite it.

America is great when we’re the country that the world admires, a beacon of hope
and a principled people who are generous, fair and caring. That’s the American way.
If we're still that nation, then we must continue to devote this small but strategic
1 percent of our Federal budget to this mission.

Throughout my career, I learned plenty about war on the battlefield, but I learned
even more about the importance of finding peace. And that is what the State De-
partment and U.S.A.LLD. do: prevent the wars that we can avoid, so that we fight
only the ones we must. For our servicemembers and citizens, it’s an investment we
must make.

Colin Powell was the Secretary of State from 2001 to 2005.

A version of this op-ed appears in print on May 25, 2017, on Page A27 of the New
York edition with the headline: Leadership Isn’t Free.

Senator LEAHY. Secretary Powell also said that many had as-
sumed the Cold War’s end would allow us to withdraw from the
world, but cuts that may have looked logical at the time came back
to haunt us as tensions rose in the Middle East, Africa, the Korean
Peninsula, and elsewhere. Confronting such challenges requires not
just a military that’s second to none, but also the resources for ef-
fective, empowered diplomats and aid workers.

I think what General Powell was saying and others have said,
is that much of the world has looked to the United States for lead-
ership. We're walking away from that leadership. We spend a little
over 1 percent of our budget on foreign aid, and on a per capita
basis a lot of countries spend more. Why would we give up that in-
fluence? Does that make us safer? Why do we want to let some of
these totalitarian regimes expand their influence versus American
influence? Does it make us safer if we allow epidemics to spread
around the world? Does it make us safer if we don’t do our part
to help with the flood of refugees that’s overwhelming allies like
Jordan? Does it make us any safer if we pretend that we can be
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Fortress America? I remember how well that worked in 9/11 when
Saudi Arabia sent people to fly airplanes into the Twin Towers.

We can’t be Fortress America. We face problems at home, of
course. We face problems abroad.

I want you to know that I agree with the chairman, and we have
very strong views on this.

Senator GRAHAM. Mr. Secretary, the floor is yours. Thank you for
coming.

SUMMARY STATEMENT OF HON. REX TILLERSON

Secretary TILLERSON. Thank you, Chairman Graham, Ranking
Member Leahy, and distinguished Members of the subcommittee.
I appreciate the opportunity to discuss the administration’s State
Department and USAID budget request for fiscal year 2018.

As we all know, America’s global competitive advantages and
standing as a leader are under constant challenge. The dedicated
men and women of the State Department and USAID carry out the
important and often perilous work of advancing America’s interest
every single day, 24 hours a day, and 365 days a year. That mis-
sion is unchanged. However, the State Department and USAID,
like many other institutions here at home and around the world,
have not evolved in their responsiveness as quickly as new chal-
lenges and threats to our national security have changed and are
changing. We are challenged to respond to a post-Cold War world
that set in motion new global dynamics and a post-9/11 world char-
acterized by historic threats that present themselves in ways never
seen before enabled by technological tools that we have been ill-
prepared to engage.

The 21st century has already presented many evolving chal-
lenges to the U.S. national security and economic prosperity. We
must develop proactive responses to protect and advance the inter-
ests of the American people. With such a broad array of threats
facing the United States, the fiscal year 2018 budget request of
$37.6 billion aligns with the administration’s objective of making
America’s security our top priority. The first responsibility of gov-
ernment is the security of its own citizens, and we will orient our
diplomatic efforts toward fulfilling that commitment.

While our mission will also be focused on advancing the economic
interests of the American people, the State Department’s primary
focus will be to protect our citizens at home and abroad.

Our mission is at all times guided by our longstanding values of
freedom, democracy, individual liberty, and human dignity. The
conviction of our country’s founders is enduring, that all men are
endowed by their creator with certain unalienable rights. As a Na-
tion, we hold high the aspiration that all will one day experience
the freedoms we have known.

In our young administration’s foreign policy, we are motivated by
the conviction that the more we engage with other nations on
issues of security and prosperity, the more we will have opportuni-
ties to shape the human rights conditions in those nations. History
has shown that the United States leaves a footprint of freedom
wherever it goes.

Ensuring the security and prosperity of the American people and
advancing our values has necessitated difficult decisions in areas
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of our budget. The fiscal year 2018 budget request includes sub-
stantial funding for many foreign assistance programs under the
auspices of USAID and the State Department, but we have made
hard choices to reduce funding for other initiatives. But even with
the reductions in funding, we will continue to be the leader in
international development, global health, democracy and good gov-
ernance initiatives, and humanitarian efforts. If natural disasters
or epidemics strike overseas, America will respond with care and
support. I am convinced we can maximize the effectiveness of these
programs and continue to offer America’s helping hand to the
world.

This budget request also reflects a commitment to ensure every
tax dollar that is spent is aligned with the Department’s and
USAID’s mission-critical objectives. The request focuses the State
Department and USAID’s efforts on missions which deliver the
greatest value and opportunity of success for the American people.

The State Department and USAID budget increased over 60 per-
cent from fiscal year 2007, reaching an all-time high of $55.6 bil-
lion in fiscal year 2017. Recognizing that this rate of increase in
funding is not sustainable, the fiscal year 2018 budget request
seeks to align the core missions of the State Department with his-
toric funding levels. We believe this budget also represents the in-
terests of the American people, including responsible stewardship
of the public’s money.

I know there is intense interest in prospective State Department
and USAID redesign efforts. We have just completed collecting in-
formation on our organizational processes and culture through a
survey that was made available to every one of our State and
USAID colleagues. Over 35,000 surveys were completed. And we
also held in-person listening sessions with approximately 300 indi-
viduals to obtain their perspective on what we do and how we do
it. I met personally with dozens of team members who spoke can-
didly about their experiences. From this feedback, we have been
able to get a clearer overall view of our organization. We have no
preconceived outcomes, and our discussions of the goals, priorities,
and direction of the State Department and USAID are not token
exercises.

The principles of our listening sessions and subsequent evalua-
tion of our organization are the same as those which I stated in my
confirmation hearing for foreign policy. We will see the world for
what it is, be honest with ourselves and the American people, fol-
low the facts where they lead us, and hold ourselves and others ac-
countable. We are still analyzing the feedback we received, and we
expect to release the findings of the survey soon.

From all of this, one thing is certain, I am listening to what my
people tell me are the challenges facing them and how we can
produce a more efficient and effective State Department and
USAID. And we will work as a team and with the Congress to im-
prove both organizations.

Throughout my career, I have never believed nor have I experi-
enced that the level of funding devoted to a goal is the most impor-
tant factor in achieving it. Our budget will never determine our
ability to be effective, our people will.
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My colleagues at the State Department and USAID are a deep
source of inspiration, and their patriotism, professionalism, and
willingness to make sacrifices for our country are our greatest re-
source. I am confident the U.S. State Department and USAID will
continue to deliver results for the American people.

I thank you for your time and I'm happy to answer your ques-
tions.

[The statement follows:]

PREPARED STATEMENT OF HON. REX TILLERSON

Chairman Graham, Ranking Member Leahy, and distinguished Members of the
Committee:

Thank you for the opportunity to discuss this administration’s State Department
and USAID budget request for fiscal year 2018.

As we all know, America’s global competitive advantages and standing as a leader
are under constant challenge. The dedicated men and women of the State Depart-
ment and USAID carry out the important and often perilous work of advancing
America’s interests every single day. That mission is unchanged. However, the State
Department and USAID, like many other institutions here and around the world,
have not evolved in their responsiveness as quickly as new challenges and threats
to our national security have changed and are changing. We are challenged to re-
spond to a post-Cold War world that set in motion new global dynamics, and a post-
9/11 world characterized by historic new threats that present themselves in ways
never seen before, enabled by technological tools that we have been ill-prepared to
engage. The 21st century has already presented many evolving challenges to U.S.
national security and economic prosperity. We must develop proactive responses to
protect and advance the interests of the American people.

In Syria and Iraq, ISIS has been greatly diminished on the ground, but there is
still a substantial fight ahead to complete the job and eliminate it from the region.
But the battle to ensure that ISIS and other terrorist organizations do not gain or
grow footholds in other countries will continue. The fight against Islamist extre-
mism extends to the digital world. The battle to prevent terrorists’ use of the Inter-
net and other digital tools will continue to challenge us from a security and diplo-
matic perspective.

The regime in Iran continues activities and interventions that destabilize the Mid-
dle East: support for the brutal Assad regime, funding militias and foreign fighters
in Iraq and Yemen that undermine legitimate governments, and arming terrorist or-
ganizations like Hezbollah, which threaten our ally Israel. We and our allies must
counter Iran’s aspirations of hegemony in the region.

Thoughtful development and implementation of policies to ensure Afghanistan
never again becomes a platform for terrorism, Pakistan does not become a
proliferator of nuclear weapons, and the region is positioned for stable economic
growth.

On our southern border, illegal migration from countries in the Western Hemi-
sphere presents a risk to our security, with criminal cartels exporting drugs and vio-
lence into our communities. Almost 20,000 Americans died from overdoses of heroin
or synthetic opioids in 2015, and between 90 and 94 percent of all heroin consumed
in the United States comes from or passes through Mexico. While we, as Americans,
must take responsibility for being the largest demand center in the world for the
drug trade, stopping the cross-border flow of drugs is an essential step in protecting
American lives from the catastrophic effects of drugs and the violence that follows
them.

While we seek a constructive relationship with China, and in many cases are see-
ing signs of shared interests, their artificial island construction and militarization
of facilities on features in international waters is a threat to regional stability and
the economic livelihood of the United States and our allies. As a nation dependent
on the free flow of commerce across the globe, we, and all other nations, have a le-
gitimate interest in the peaceful use of international waters, and we must assert
our lawful right to the use of the South China Sea and other bodies of water.

Both state and non-state actors’ malicious cyber capabilities present a threat to
U.S. national security, and complicate our diplomatic efforts with a surge of misin-
formation and interference in sovereign countries’ internal governments.

With such a broad array of threats facing the United States, the fiscal year 2018
budget request of $37.6 billion dollars aligns with the administration’s objective of
making America’s security our top priority. The first responsibility of government
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is the security of its own citizens, and we will orient our diplomatic efforts toward
fulfilling that commitment. Within the fiscal year 2018 request level, funding for
Diplomatic Security operations will increase by approximately 11 percent over fiscal
year 2016. While our mission will also be focused on advancing the economic inter-
ests of the American people, the State Department’s primary focus will be to protect
our citizens at home and abroad.

Our mission is at all times guided by our longstanding values of freedom, democ-
racy, individual liberty, and human dignity. The conviction of our country’s Found-
ers is enduring, that “all men are endowed by their Creator with certain unalienable
rights.” As a nation, we hold high the aspiration that all will one day experience
the freedoms we have known. In our young administration’s foreign policy, we are
motivated by the conviction that the more we engage with other nations on issues
of security and prosperity, the more we will have opportunities to shape the human
rights conditions in those nations. History has shown that the United States leaves
a footprint of freedom wherever it goes.

Ensuring the security and prosperity of the American people and advancing our
values has necessitated difficult decisions in other areas of our budget. The fiscal
year 2018 budget request includes substantial funding for many foreign assistance
programs under the auspices of USAID and the State Department, but we have
made hard choices to reduce funding for other initiatives. But even with reductions
in funding, we will continue to be the leader in international development, global
health, democracy and good governance initiatives, and humanitarian efforts. If nat-
ural disasters or epidemics strike overseas, America will respond with care and sup-
port. I am convinced we can maximize the effectiveness of these programs and con-
tinue to offer America’s helping hand to the world. Despite necessary reductions
from fiscal year 2017 levels, we are still devoting $25.3 billion to foreign assistance,
which accounts for over 25 of the State and USAID budget. This entails $7.1 billion
in security assistance programs, and $5.6 billion, including our diplomatic engage-
ment, to defeat ISIS and other terrorist organizations. In several other areas where
we have chosen to make reductions, we will ask other donors and private sector
partners to increase their support.

This budget request also reflects a commitment to ensure every tax dollar spent
is aligned with the Department’s and USAID’s mission-critical objectives. The re-
quest focuses the State Department and USAID’s efforts on missions which deliver
the greatest value and opportunity of success for the American people. The State
Department and USAID budget increased over 60 percent from fiscal year 2007,
reaching a record high $55.6 billion in fiscal year 2017. Recognizing that this rate
of increase in funding is not sustainable, the fiscal year 2018 budget request seeks
to align the core missions of the State Department with historic funding levels. We
believe this budget also represents the interests of the American people, including
responsible stewardship of the public’s money.

I know there is intense interest in prospective State Department and USAID re-
design efforts. We have just completed collecting information on our organizational
processes and culture through a survey that was made available to every one of our
State and USAID colleagues. Over 35,000 surveys were completed, and we also held
in-person listening sessions with approximately 300 individuals to obtain their per-
spective on what we do and how we do it. I met personally with dozens of team
members who spoke candidly about their experiences. From this feedback we have
been able to get a clearer overall view of our organization. We had no preconceived
outcomes, and our discussions of the goals, priorities, and direction of the State De-
partment and USAID were not token exercises. The principles for our listening ses-
sions and subsequent evaluation of our organization are the same as those which
I stated in my confirmation hearing for our foreign policy: we will see the world for
what it is, be honest with ourselves and the American people, follow facts where
they lead us, and hold ourselves and others accountable. We are still analyzing the
feedback we have received, and we expect to release the findings of the survey soon.
From all of this, one thing is certain: I am listening to what my people tell me are
the challenges facing them and how we can produce a more efficient and effective
State Department and USAID. And we will work as a team and with Congress to
improve both organizations.

Throughout my career, I have never believed, or experienced, that the level of
funding devoted to a goal is the most important factor in achieving it. Our budget
will never determine our ability to be effective—our people will. My colleagues at
the State Department and USAID are a deep source of inspiration, and their patri-
otism, professionalism, and willingness to make sacrifices for our country are our
greatest resources. I am confident that the U.S. State Department and USAID will
continue to deliver results for the American people.

I thank you for your time, and I am happy to answer your questions.
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FAMINE ASSISTANCE, SOFT POWER, AND THREAT-BASED BUDGETING

Senator GRAHAM. Thank you. We'll do 7-minute rounds of ques-
tions and answers. I look forward to your effort to reform the State
Department, get the feedback, come to us, and say, “This is what
we can do without. This is what we need more of.” I think you've
got the right attitude, but we’ve got to live with this budget until
you get there. It’s unacceptable for me.

Between 2007 and 2017, would you say the world is more dan-
gerous or less?

Secretary TILLERSON. The world is changing.

Senator GRAHAM. Yes.

Secretary TILLERSON. And it is in a very difficult place today.

Senator GRAHAM. Right. So if we’ve been spending more in the
last 10 years, there is probably a good reason. And I would say that
increasing military defense spending by 10 percent is absolutely
long overdue. Do you support the President’s budget to increase
hard power by 10 percent?

Secretary TILLERSON. I do.

Senator GRAHAM. Do you believe, as General Mattis and other
generals, that soft power is an integral part of our national security
strategy?

Secretary TILLERSON. Without question.

Senator GRAHAM. Okay. So we've got the general construct that
soft power and hard power are important. I can understand in-
creasing hard power, given the threats. I don’t understand reducing
soft power by 29 percent, but we’ll work through this, Mr. Sec-
retary.

In terms of addressing famines as they may emerge—let’s put
the chart back up—there are currently 65.3 forcefully displaced
people worldwide, four countries. More than 20 million are cur-
rently at risk of famine. Why would we reduce spending in this
area given the threats we face?

Secretary TILLERSON. Senator, I think the way we’re addressing
the challenge in these areas, and talk about why people are dis-
placed, and then why people are in need of relief from famine, and
the two are not unrelated because many of the areas of severe fam-
ine are related to conflict areas.

What we have done in this budget is put the emphasis of the
funds that we do have available on where the problems lie. And so
in terms of our resources for the Defeat ISIS campaign and how
we put in place zones of stability and restore areas to some level
of normalcy, which would allow people who have been forced to
leave these areas by the advent of ISIS and by the conflict to find
the conditions such that they will want to return home.

Senator GRAHAM. Right.

Secretary TILLERSON. So a lot of our de-ISIS effort is directed at
really creating conditions for the return of refugees that have fled.

In areas of famine relief, we do appreciate the significant plus-
up in money that the Congress authorized in the food aid programs
in 2017. We're delivering that money to where it is needed, or the
food, in the most effective and efficient way we can. Places like
Yemen, which has severe famine problems, obviously because of
the ongoing conflict, that presents significant challenges. So how
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we attack the famine need in Yemen is we have to find the solution
to Yemen that allows us to deliver the aid to those.

Senator GRAHAM. Yes.

Secretary TILLERSON. So I look at these as an integrated prob-
lem, not as simply one item here or one item there.

Senator GRAHAM. And I look at it as threat-based budgeting. 1
agree that it shouldn’t be a number picked out of the air, it should
be based on threats we face. I just don’t see how, given the dis-
placement of this many people and no end in sight, that 77 percent
reduction in disaster assistance is consistent with the threats we
face from the disasters that are going on all over the world. We’ll
just agree to disagree.

ASSISTANCE FOR GEORGIA

Georgia. What do we tell our friends in Georgia about reducing
their aid by 66 percent given the threats they face and the impor-
tance of Georgia’s democracy to overall stability and our national
security interests?

Secretary TILLERSON. Well, I've had two bilateral meetings with
the Georgians already, and the President had an opportunity to
meet them as well. When I talk to the Georgians about what they
would like for us to do in the way of expanding our relationship,
what they’d like to see is more economic trade activity between our
countries. They are making significant investments in their country
to make it more attractive in terms of deepwater port facilities.

Senator GRAHAM. Do they agree with these reductions?

Secretary TILLERSON. Their concern over these reductions did not
come up in our conversations. I think what I would convey to you,
Senator, is that at some point, as we have helped these countries
get on their feet and become successful, we would expect for their
requirements of our aid to be reduced.

And I think Georgia would be the first to tell you theyre very
proud of how far they have developed their economy and have de-
veloped the ability to secure themselves against threats from Rus-
sia. Having said that, we’re not abandoning them. We’re going to
focus the aid we have to help them in the areas where they feel
it is most useful.

Senator GRAHAM. Well, I've been contacted by the people in Geor-
gia, and they’re just absolutely floored. They say, “What more do
you want us to do? We're fighting and dying with you in Afghani-
stan without caveats.” And maybe the threats coming from Georgia
to Russia justify reductions of 66 percent, but I just don’t agree
with you. It’s the worst signal to send to a good ally, the worst sig-
nal to send to the Russians. But, again, we’'ll work through this.

HIV/AIDS ASSISTANCE

HIV/AIDS. Do you agree that PEPFAR has been a very success-
ful program for the American taxpayer?

Secretary TILLERSON. It’s a model health program for the world
to follow.

Senator GRAHAM. Why are we cutting it by a billion dollars?

Secretary TILLERSON. The program monies that are available are
to sustain the HIV/AIDS treatments in 11 countries, to continue to
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take those to a conclusion, and as patients roll off of those rolls,
new treatments can be made available.

Senator GRAHAM. Right. I agree with you, that there may be five
or six countries that could be self-sufficient. I just think the billion
dollars cut now affects the countries who are not going to be self-
sufficient, and it’s just penny-wise and pound-foolish.

The bottom line here is a threat-based budget on the soft power
side would not resemble what is being presented in my view. I
humbly disagree with you. Just look at what you've got to do here.
The money we're reducing to disaster relief is going to show up
with more terrorists. Pulling back from Georgia at a time when
they’re still under siege by the Russians is going to reward Russia
and punish allies, it’s going to create a perception I don’t want to
create. The billion dollars coming out of HIV means less treatment
for more people at a time when we’re actually turning the corner.

So from 2007 to 2017, if we've spent more, it’s because the
threats to this country require us to spend more. 1.4 percent of the
budget is still real money, but at the end of the day, it’s a small
amount of money given the return. And let’s agree with you on
this, that the people who work for you are incredibly brave, they
serve us as well as anybody in uniform, and I'm a pretty hawkish
military kind of guy. The USAID workers and the State Depart-
ment people out there in the fight, God bless you all. I just really
worry about cuts in Embassy security.

I'm not going to beat you up. I know that we can do better than
this, and we'’re constrained by artificial spending numbers that are
going to change. So thank you for representing our country and
taking this job, leaving a comfortable life to do what’s on this
board.

Senator Leahy.

ASSURANCES ON CONGRESSIONAL RESPONSES

Senator LEAHY. Thank you, Mr. Chairman. We only have a few
minutes here, so I think you can assume there will be other ques-
tions that will be sent to you in written form. Do we have your as-
surances they’ll be answered?

Secretary TILLERSON. Yes, sir.

Senator LEAHY. Whether they come from Republicans or Demo-
crats.

Secretary TILLERSON. I'm happy to answer any questions of any-
one. I'm happy to take a phone call from anyone at any time.

DIMINISHMENT OF U.S. INFLUENCE

Senator LEAHY. Thank you. You've sought to—and Senator
Graham alluded to this—you have sought to reassure our allies
that the U.S. will remain a global leader. With this budget, cutting
money for diplomacy and development by an average of 30 percent,
China and Russia are expanding in those areas. Does that increase
our influence?

Secretary TILLERSON. Well, Senator, I think we have to devise
new ways to respond to a rising China and respond to a troubling
Russia, and that long list of challenges on that board over there
have been around for a while. The level of spending we’ve been car-
rying out hasn’t solved them. I go back to my view that I don’t
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think the money we spend is necessarily an indicator of our com-
mitment, I think it’s how we go about it. And we've got to take
some new approaches to begin to address some of these very
daunting challenges.

The aid and the support and what we can bring to the issue is
important. I'm not in any way diminishing that, but I think if we
equate the budget level to have some level of commitment or some
level of expected success, I think we’re really undercutting and sell-
ing short people’s intellectual capacity to bring different approaches
to these problems.

Senator LEAHY. Well, I know when Secretary Mattis talks about
cutting our budget, your budget, that we should buy him more bul-
lets. That kind of got our attention. You talk about money we've
spent. Is every program going to work? Of course not. But I've
worked with Presidents of both parties, both Presidents Bush, for
example, to increase funding in different parts of the world. Many
of those programs have been very successful. We've talked about
fI"]{,PFAR and others. The War Victims Fund has been very success-

ul.

DEPARTMENT OF STATE REDESIGN

You want to eliminate more than 600 positions from the State
Department, the buyouts. Reduce more than twice that number
through attrition. What are you going to do if suddenly you find
that we made a mistake, we’re going to need more, not less?

Secretary TILLERSON. Well, that’s what the entire redesign exer-
cise is about—understanding better how the work gets done. What
we’ve learned out of this listening exercise is our colleagues in the
State Department and USAID can already identify a number of ob-
stacles to them getting their work done efficiently and effectively.
If we eliminate some of those obstacles, it’s like getting another
half a person because they have their time available now to direct
it at delivery on mission as opposed to managing some internal
process that’s not directly delivering on mission. I just use that as
an example.

I think when this is all said and done, our objective is to enable
the people, our foreign service officers, our civil servants, our peo-
ple in our missions, foreign nationals, to deliver on mission with
greater efficiency and effectiveness, and, in effect, we’re going to
get an uplift in effort to deliver to mission.

Senator LEAHY. But if you've got 600 people that are gone,
they’re obviously not going to be there to help. Here it sounds to
me almost like you’re spending more time figuring out who you can
fire than who you're going to have out there doing things.

Secretary TILLERSON. We're not going to have to fire anyone.
This is all being done through the hiring freeze, normal attrition,
with a very limited, if needed, because we haven’t determined
whether we’ll even need it, a very limited buyout program between
the end of this year and next. So there is no firing program
planned.

CUBA

Senator LEAHY. The President has gone out of his way to praise
the leaders of very repressive regimes in Saudi Arabia, Egypt, Rus-
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sia, Turkey, the Philippines, but now it seems that the White

House wants to change our relations, which have finally begun to

improve, with Cuba, this despite the progress we’ve made that has

lﬁe?e‘?ﬁted Cuban entrepreneurs and our businesses. How does this
elp?

You know, after a recent trip to Saudi Arabia, where women are
jailed and flogged for driving a car or leaving the house without
permission of a male relative, they get a $100 billion sale of U.S.
Weapq)ns, but somehow we have to step on Cuba. Does that make
sense?

Secretary TILLERSON. Well, with respect to Cuba, we are evalu-
ating that policy and what our posture should be. I think our view
is that the steps that were taken over the past few years to im-
prove relations with Cuba, to open it up to greater economic par-
ticipation by U.S. companies and American citizens, did not deliver
a reciprocal change in policy or behavior by the Cuban government
towards human rights. There is still political opposition to the

Senator LEAHY. You don’t think so? You don’t think that the peo-
ple who now have jobs in Cuba and actually have some economic
stability, they don’t think it’s better? As the “Wall Street Journal”
pointed out last week, because of our restrictions on trade Cubans
are going to Russia to get the parts they need for their trucks and
their cars and other things. They spend the money in Russia.

I've gone to Cuba and criticized the repression. I don’t just sit
here in an easy place and say, “Oh, this is what’s happening.” I've
actually gone there. But, you know, our President goes to Saudi
Arabia to do a sword dance, we actually have some Americans that
might want to learn to salsa in Cuba. And I don’t mean that to be
as flip as it might sound. The fact is you and I can go to any coun-
try that will let us in, but there is only one country in the world
we need permission from our own government to go to, and that’s
Cuba, right off our shore, as though it’s still a threat to us. We can
%0 go Iraq or Iran or anywhere else if they’ll let us in, but not

uba.

We'll talk more about this. My time is up. But good lord, let’s
deal with reality, not ideology.

Senator GRAHAM. Senator Moran.

I didn’t think that was a question, so—— [Laughter.]

Senator LEAHY. Well, I don’t want to cut the—if the Secretary
wants to respond to that, out of fairness, feel free.

Secretary TILLERSON. Well, I think somewhere in there, there
was a Cuba question. And as I began to

Senator LEAHY. Would you roll back what we’re doing in Cuba?
What would you roll back what we’re doing?

Secretary TILLERSON. I think what we are examining in the pol-
icy discussion on Cuba is there is existing law that’s still in place,
Helms-Burton, that says we are not to allow or facilitate people to
allow financial support, revenue, to the regime. As the process to
open up Cuba has unfolded, it is our view that that is happening.

If Cuban people are able to conduct business activities with
Americans and others and there is no revenue directly in terms of
ownership in these entities back to the regime, then, you know, we
think that’s great. But we have a law existing today that we feel
has to be respected because that law was intended to put pressure
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on the regime to address these oppressive issues that they still
have. If the Congress doesn’t want that pressure to be continued,
then certainly the law can be revisited, but our view is we’re look-
ing at, what were the tools that were there to deal with all the four
corners of Cuba’s behavior and our relationship with them?

There are some things that we and Cuba could do together prob-
ably quite productively, and we’re interested in engaging with
them, but we can’t take that just in isolation. And so the policy re-
view is looking at all aspects of this.

Senator GRAHAM. Senator Moran.

Senator MORAN. Thank you, Mr. Chairman.

DIPLOMATIC SECURITY

Mr. Secretary, thank you for joining us. Thank you for the con-
versation that we had earlier this week. I want to focus at least
initially on the security of our diplomats and the facilities around
the globe in which they work. The budget sees a decrease in world-
wide security protection account of about $562 million from last
year. First of all, I would say I heard you in response I think to
Senator Leahy indicate that we can’t judge our priorities nec-
essarily by the levels of spending.

I think that’s an indicator, but I think the point you make is
there are other components that determine whether or not we will
be successful. I assume that it’s—I know it’s the shared goal that
every person who works for the State Department who represents
the United States around the globe has a safe environment, as safe
as we can provide to them.

So my question is in this case, what has changed or what will
we do different that means that our State Department employees’
safety is not diminished?

Secretary TILLERSON. Well, you are correct, Senator, we've made
the safety of not just our State Department employees, but Ameri-
cans broadly, our highest priority, certainly as it relates to our Em-
bassy presence, our consular office presence, and our missions
around the world.

If you examine the security elements of the budget, our budget
for diplomatic security is actually up 11 percent year-on-year.
Where we have reductions has to do with some of the construction,
the buildings, part of the budget for embassies and other facilities.
Part of that we’ll manage with some multiyear commitments across
2017 to 2018, and some of this has to do with just our ability to
move projects along promptly.

We are clearly committed to the Benghazi ARB recommenda-
tions, and I'm monitoring those carefully. We have some gaps we
need to close. The OIG has helped us identify some of those. We're
going to stay on top of those. If there were more funds there, we
would simply try to step up more activity on some of the building
and maintenance issues. So most of the reduction is in building
and maintenance efforts, which we believe are manageable at least
through fiscal year 2018.
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KILLING OF MICHAEL SHARP IN THE DEMOCRATIC REPUBLIC OF THE
CONGO

Senator MORAN. Mr. Secretary, thank you. An American citizen
who was not as safe, whose parents live in Kansas, Michael Sharp,
was killed along with another U.N. investigator, in the Democratic
Republic of the Congo. Last week, Ambassador Haley called on the
U.N. to investigate the murders of those two individuals. Would
you find it appropriate to join Ambassador Haley in insisting that
the perpetrators be determined, the facts be discovered, and we do
everything we can to see that justice is met?

Secretary TILLERSON. We have already done that through our
diplomatic mission in the Democratic Republic of Congo, and have
called for a full investigation. To the extent we are able to gain in-
formation in their investigation, we certainly will make that avail-
able to you. But, yes, we have called for that as well.

Senator MORAN. And what’s the response of the government?
Have they cooperated? Is there results that——

Secretary TILLERSON. My understanding is investigations are un-
derway. What an investigation in the Democratic Republic of Congo
may entail versus the way we carry out law enforcement is some-
thing we're trying to at least monitor and make sure we’re asking
all of the right questions.

Senator MORAN. The investigatory role is being carried on by the
Democratic Republic of Congo. This is not by anyone representing
the United States.

Secretary TILLERSON. We have not, I would say, been able to put
in place independent investigatory authority there with the Demo-
cratic Republic of Congo at this time. We’re working with them.

DIMINISHMENT OF U.S. INFLUENCE

Senator MORAN. One of the concerns I have with this budget is
that we don’t operate in a vacuum. As I talk to our military lead-
ers, certainly terrorism is on their list of worries. Senator Graham
gave you a long list, but our military officers often tell me that
Russia may be our—is our most—is our greatest challenge. Others,
certainly all of them will include China on the list of concerns for
our country’s role in the world. And investment in the State De-
partment’s programs, when theyre reduced, gives other countries
}s_}ille (i)pportunity to advance their causes if we leave any gap un-
illed.

And so I would ask you, with this budget, what would you expect
to occur in regard to particularly China, but also Russia, and their
ability to increase their influence around the globe, which in my
view is to the detriment of the United States and its well-being.
China just last month pledged $124 billion for a new global infra-
structure program. We are reducing USAID missions and elimi-
nating economic development assistance to 37 countries around the
globe, and the issue, in addition to me, in addition to the humani-
tarian, the rightness of the cause, is that others will take advan-
tage of our absence.

Secretary TILLERSON. Well, we are already seeing that happening
particularly in Southeast Asia, but in parts of Africa and else-
where, particularly as to the rise of China. And I think our chal-
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lenge is in China’s case, it is a centrally command control economy,
so when they come with not just loans, assistance, but also compa-
nies to carry out infrastructure projects, they get the whole pack-
age.

And so countries that enter into these arrangements—and we are
talking to these countries and cautioning them about what they're
getting themselves into in terms of getting themselves overbur-
dened with loan commitments to China, that when China offers to
build a railroad, build a road, build a port, they don’t do it with
local employment, they bring Chinese employment in, and then
those Chinese employees never go home. We see this happening.
We're working with partners in the region. This was a subject of
discussion when Secretary Mattis and I attended AUSMIN, our
2+ 2 Ministerial, last week in Australia as well as in our conversa-
tions with New Zealand, Singapore, and others.

One of the approaches we are exploring is whether we can get
the World Bank to also bring its mission to Southeast Asia, bring
more private equity, private sector, investment dollars to the region
and bring more counsel and advice to countries and give them an-
other alternative around how to finance these projects, get more
private sector involvement there.

What’s required to get the private sector to engage is some of
these countries have to continue to improve their investment cli-
mate, like Vietnam, the Philippines, and others. We're working
with them on what’s necessary. And in our meetings with the
ASEAN countries, they see this threat, they see it, they feel it. And
so we do have to be there with an alternative, to your point. You're
exactly right.

We have to come with an alternative, but our alternative can’t
be solely achieved through the funding available through State or
USAID. We really have to mobilize a much broader effort, and
that’s how we’re responding.

Senator MORAN. Thank you, Mr. Secretary.

Senator GRAHAM. Senator Shaheen.

Senator SHAHEEN. Mr. Chairman, I'll defer to my colleague Sen-
ator Durbin because he was kind enough to open the door for me,
which was why I got here before he did. So he was really here at
the same time.

Senator GRAHAM. No, no, no, absolutely not. Senator Durbin.

Senator DURBIN. Go ahead.

Senator GRAHAM. Senator Durbin. No, Senator.

Senator DURBIN. Your turn.

Senator GRAHAM. Senator.

Senator SHAHEEN. No good deed goes unpunished, as we've said.

Senator GRAHAM. Have you all decided?

Senator DURBIN. A Good Samaritan never goes unpunished.

Senator SHAHEEN. Secretary Tillerson, thank you for being here.
I'm sorry that I missed you this morning at the Foreign Relations
Committee because I was at another appropriations subcommittee
hearing.

RUSSIA

But I wanted to ask you about recent news reports that have de-
scribed a proposed trip to St. Petersburg by Under Secretary Tom
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Shannon that’s going to happen on June 23. And as news reports
have suggested that the purpose of the trip is to try and discuss
with the Russians how we might be able to work together against
ISIS and Syria. And last week, a State Department spokesperson
admitted that one of the things that will be part of the conversa-
tion are the two dachas that were seized last year in response to
Russia’s interference in our elections. And I have a picture of those
there, and we can see that they are quite substantial. It’s my un-
derstanding that one of the intelligence reports suggested that
these were used for collecting intelligence by the Russians.

And I wonder if you can share with us, given Russia’s continued
behavior, why we would even consider the return of those two da-
chas as part of any discussions that we’re having with them.

Secretary TILLERSON. Let me describe to you the nature of our
current dialogues with Russia because they’re occurring at a couple
of levels. What I would call the strategic big issues, like, “Can we
work together in Syria? How are we going to resolve the Ukraine?
How are we going to deal with sovereign interference?”, those are
being today conducted at my level with my counterpart, the For-
eign Minister, and on occasion with access to the Kremlin.

What we have agreed to do, there is a long list of what the Rus-
sians call “irritants,” we call them “the smalls” on our side, a long
list of things that have been problematic between both of us for
some time, and in some cases, they're just getting worse.

You recall when I made my trip to Moscow to see my counter-
part, Foreign Minister Lavrov, and had a 2-hour meeting with
President Putin, I came out of those meetings and I said our rela-
tionship is at the lowest level it’s been since the Cold War, and it
is spiraling down. And I said the two greatest nuclear powers in
the world cannot have this kind of a relationship. We have to sta-
bilize it and we have to start finding a way back.

So we segmented the big issues from this list of the irritants. The
dachas are on that list. We have things on the list such as trying
to get the permits for our consular office in St. Petersburg. We've
got issues with harassment of our Embassy employees in Moscow.
We have a list of things. They have a list of things. I don’t want
to suggest to you this is some kind of a bartering deal—it’s more
let’s start working on some of the smalls and see if we can solve
them.

As to the dachas, these two properties have been in ownership
of the Russians dating back to the Soviet Union, 1971. They've
owned these properties and have used these properties for a very
long time. They were transferred to the Russian Federation Gov-
ernment for one dollar at the breakup of the Soviet Union. We have
continued to allow them to use these properties. And they have
used these properties continuously for all that time.

President Obama, in response to the interference with the elec-
tion, expelled the 35 Russian diplomats and seized these two prop-
erties.

Senator SHAHEEN. Right. I understand that.

Secretary TILLERSON. What we’re working through with them in
this conversation is, under what terms and conditions would we
allow them to access the properties again for recreational purpose?
We have not taken the properties from them, they still belong to
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them, so we’re not going to seize properties that are theirs and re-
move their—but we are talking about, “Under what conditions
would we allow you to use them for recreational purposes?” which
is what they have asked.

We have things on our side that we’re discussing terms and con-
ditions with them as well. So this is part of, how do we take some
of the irritants out of the relationship and stabilize things?

Senator SHAHEEN. Sure. I understand that. And I don’t mean to
interrupt, but my time is running. And I wonder if you could tell
me if the properties are returned, how we would ensure that they
would not be used for intelligence-gathering purposes.

Secretary TILLERSON. That’s part of the terms and conditions
we're discussing with them because we've been pretty clear to
them, “We know what you were doing there. We're not going to
allow you to continue to do that.”

FAMILY PLANNING AND REPRODUCTIVE HEALTH

Senator SHAHEEN. Thank you. As Chair Graham pointed out, the
2018 budget proposal would reduce a billion dollars from the
PEPFAR program. And there are other policy decisions that the
State Department is making that will have an impact on PEPFAR
in addition to the funding reduction. As you know, the State De-
partment in May released guidelines for the implementation of the
Mexico City Policy, or the Global Gag Rule, which for the first time
ever will apply to all global health assistance programs, including
PEPFAR.

Now, study after study has shown that integrating reproductive
health and HIV treatment and prevention services into basic pri-
mary care services leads to better health outcomes and significant
cost savings of foreign dollars, and yet the State Department in
this budget proposes eliminating all funds for family planning.

So how will the State Department continue to move towards inte-
grating HIV and reproductive health and family planning in light
of the drastic cuts that are being proposed to reproductive health
funding and the restrictions that you’re imposing by the Global
Gag Rule?

Secretary TILLERSON. Well, first, just to be clear, the reduction
to PEPFAR is $1 billion, as was pointed out earlier.

Senator SHAHEEN. No, I understood that. It’s the money for the
family planning also has been cut.

Secretary TILLERSON. The extension of the Mexico City Policy to
all areas of health delivery was directed under presidential execu-
tive order. And so the State Department, when we received the ex-
ecutive order, began immediately to work with all of the delivery
services, including all of those in PEPFAR and a number of the
other NGO organizations and important partners in the health de-
livery networks across the world.

Our assessment, we believe, is that the impact on those service
providers is going to be minimal. That is what we believe. We're
hearing from them. But to monitor that carefully, I have said that
we will have a report to me after 6 months of, how is this working?
What has been the impact? And we’ve been directly engaged with
a number of the major private donors, like the Gates Foundation
and others, clearly working with them to say, “Let us know how
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this is impeding your ability to deliver on the other parts of the
health mandate that we still strongly support.”

So we're obligated to implement the Presidential executive order.
We think we found a way to do that, achieve his directive, but do
it in a way that has minimal impact on our ability to deliver and
minimal impact on our ability to deliver funding to PEPFAR and
other related programs. And we will see how that works after
about 6 months of operation.

Senator SHAHEEN. And if I could just follow up, Mr. Chairman,
how do you define minimum impact? Because based on information
that I've seen from other international sources, losing access to
family planning services will result in 2 million more unsafe abor-
tions, 12,000 maternal deaths, and 6 million more unintended preg-
nancies. So will you factor that in as you’re looking at the impact
of this policy on the PEPFAR program?

Secretary TILLERSON. We will factor in those elements that are
covered by the President’s executive order to ensure that we are
implementing the order and we are understanding whether it’s im-
pacting parts of our health programs that we did not intend by the
executive order to impact.

Senator SHAHEEN. So you’re comfortable with it impacting wom-
en’s health in the way I've just defined? That’s a question.

Secretary TILLERSON. We will carry it out consistent with the
President’s executive order. So if certain activities and programs
are excluded because of the order, we have to exclude those.

Senator SHAHEEN. Well, Mr. Chairman, I'm certainly not com-
fortable with that kind of impact on women’s health worldwide.

Senator GRAHAM. Thank you. Duly noted.

Senator Boozman.

Senator BoozMAN. Thank you, Mr. Chairman.

CUBA

And thank you, Mr. Secretary, for being here. We do appreciate
your service. When I was first elected to Congress, a fellow Con-
gressman, somebody who was a great coach, Tom Osborne, from
Nebraska, one day said, “John, if we run the same play 50 times
in a row and we don’t get good results, we probably need to do
something different.” And what he was referring to was Cuba. And
we have been doing things a little bit differently lately, and I think
getting some results.

I'm a little bit disappointed as we hear that you all are about to
reach a decision that perhaps we’re going to push back on some of
the reforms that we’ve made and some of the opportunities. I be-
lieve that you change the world through relationships. And also
you have to be consistent. I know that we do business with lots of
people that are certainly as bad on the human rights fronts as the
Cubans, and I could list a whole bunch of them, I don’t think we
need to do that, but I think you would agree with that.

Can you talk to me a little bit about kind of where we’re at with
that and how you feel about the path going forward?

Secretary TILLERSON. Well, again, as I indicated earlier, the
Cuban policy is under review. In fact, there’s an interagency review
that’s been underway today. I've been up here, so my Deputy Sec-
retary has been participating in that for me. So I don’t